10  RESEARCH AND DEVELOPMENT

Federal funding of research and development should focus on activi-
ties that augment but do not duplicate the R&D that private industry
can carry on effectively.

Federal support is appropriate for (a) high-priority projects whose
costs or risks limit support by private enterprise, (b) long-term develop-
ment programs with distant payoffs, and (c) programs that, for strategic
reasons, are needed to develop technologies earlier than they would be
developed if left to market forces. Another responsibility of the
government is research and development directed specifically at protec-
ting the environment and the health and safety of the public and the
work force.

Synthetic fuels can, at present, be refined with known or partly
developed processes based on privately developed petroleum refining
technology.  The necessary research and development, in the judgment
of industrial experts, is low in both cost and financial risk and is
a direct extension of ongoing research programs devoted primarily to
petroleum refining.  Given reasonable expectations of a market in the
relatively near future, the private sector can provide the necessary
refining technology without federal R&D funds. Many private concerns,
in fact, are reluctant to seek federal support, which, in their views
tends to stifle incentives for industry to spend its own funds on R&D,
threatening the traditional competitive conduct of proprietary research
and development.

The Department of Energy has a responsibility for ensuring that the
necessary technology will be available when needed, however, and some
participation in refining R&D appears necessary so that advanced technol-
ogy for refining synthetic fuels will be available at the same time as
production techniques and facilities for crude synthetic fuels.  The
Department of Energy could, alternatively, accelerate the establishment
of an economic and efficient synthetic fuel refining industry by guaran-
teeing a market for the products, leaving it to industry to develop
the necessary technology.
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